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Patrick H. Merrick, Esq. Suite 1000
Director — ReguTatory Affairs 1120 20th Street NW
AT&T Federal Government Affairs Washington DC 20036

202 457 3815
FAX 202 457 3110

December4, 2002

Via Electronic Filing

Ms. MarleneH. Dortch, Secretary
FederalCommunicationsCommission
445 TwelfthStreet,S.W.,RoomTW-B204
Washington,DC 20554

Re: Notice of ExPartePresentation:CC DocketsNo. 96-45, 98-171,90-57 1, 92-237,
99-200,95-116,98-170andNSD FileNo. L-00-72.

DearMs. Dortch:

Today,RobertQuinn, JoelLubin, andI metwith JordanGoldstein,SeniorLegalAdvisor
to CommissionerMichaelJ. Coppsto discussreformof theCommission’suniversalservice
contributionmechanism.AT&T hassupportedandcontinuesto supportsignificantrevisionto the
currentrevenue-basedassessmentmechanismby adoptingan approachbasedupontelephone
numbersasproposedin AT&T’s expartedatedOctober22, 2002. However,in the eventhatthe
Commissionadoptsan interim approachthatretainsmanyof theaspectsofthe currentsystem,
AT&T requestsseveralchangesto addressthe inequitiesinherentin theexistingmethodology.
Thesechangesaredescribedin detail in theattachedletterwhichwasusedas anoutline for our
discussions.

Consistentwith the Commissionrules, I amfiling oneelectroniccopyof thisnoticeand
requestthatyouplaceit in therecordof theproceedings.

Sincerely,

Attachment

cc: JordanGoldstein
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Robert Vi. Quinn, Jr. Suite 1000
Federal Government Affairs 1120 20th Street NW
Vice President Washington DC 20038

2024573851
FAX 202 457 2545

December4, 2002

Via ElectronicFiling
EXPARTE

Ms. MarleneDortcli, Secretary’
FederalCommunicationsCommission . . .

~ ~th Street,s.w.
Washington,DC 20554 ,

Re: . CC DocketsNo. 96-45,98-171,90-571,92-237,.99-200,95-116,98-170,and
NSD’FileNo.L-O0-72

DearMs~Dortch:

AT&T Corp.(“AT&T”) files thisexparteto assisttheCommissionin addressingthe
reformofits universalservicecontributionmechanism.AT&T hassupportedandcontinuesto
supportsignificantrevisionto thecurrentrevenue-basedassessmentmechanisntby, adoptingan
approachthat assessescarriersbasedupontelephonenumbersasproposedin theAT&T exparte
lettersubmittedin this,proceedingon October22,2002..In theevent,however,that the.
Commissionadoptsaninterimapproachthatretainsmanyaspectsoftherevenue-based
mechanism,AT&T requestsseveralchanges,similarto onesit haspreviouslyreconrmended.,.that
arenecessaryto addresstheinequitiesinherentin theexisting assessmentmethodology.

In addition,shouldtheCommissionmoveto aninterim solutionthat is basedin parton
thecurrentrevenueassessmentsituation,it mustpermitcarriers(1) to retainflexibility inhow
eachcarrierchoosesto structureits universalserviceend-userrecoverymechanismto recover
thatexpensefrom ‘customersand(2) to collectall legitimatedirect expensesassociatedwith
administeringtheuniversalservicecontributionprogramrequiredbytheAct.

RateStructure
Assumingthat theCommissionimplementsan interimrevenue-basedapproach,all

carriersshouldretainthe flexibility to recover,theirUSP obligationsfrom endusercustomers
undereitherarevenue-basedor flat monthlyratestructure.Preservingtheseoptionsare.
necessaryto avoidcompetitiveinequitiesasbetweentraditionalIXCs and (1) wirelàsscarriers
whocouldincreasinglychooseto bill US] ‘tQ theircustomerson anaccount,line or anumber
basis,(2) pureplayinternationalcarriersthatarenot requiredto contributeto. USFon their
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internationalrevenuesif theirdomesticinterstaterevenuesarelessthan12%oftheirtotal
interstate,andinternatiorialrevenuesshouldtheCommissiondecideto maintainthe international
exemption,and(3) ‘bundledofferswherecarr ershavesomeflexibility to assigntheirrevenuesto
thatportionofabundlethat is notassessedUSF obligations Carrierstodayin eachofthese
industrysegmentsareutilizing theflat-rateandpercentageofrevenuemechnismsto recover
universalexpensefromtheirendusercustomgrs..As cOmpetitionbetweentheseindustry
segmentscontinuesto accelerate,carriersmustretaintheflexibility to structuretheiruniversal
servicerecoveryin thesamemanne~.astheircompetitors.• .

• • , Indeed,,theCommissionmustensure~thatanyactiontakenin thisareabedonein a
completelynondiscriminatoryfashion 1~orexample,if theCommissionwereto issuean Order
in thisproceedmgthatrequiredinterexehangecarriersonlyto assesstheircollectionrateon a
percentageof revenuebasis,thoseearnerscoul~becompetitivelydisadvantagedin competing
with acarrier(wirelessorwireline)who assessedits universalservicerecoverychargeon aflat-
ratebasis. Carriers‘must maintaintheability to competitivelyrespondtO changesin the
marketplaceThatflexibility is n~creasmglyimportantasbundledserviceofferingsbecomemore
prevalent Obviously,any Commission-mandatedratestructure,suchastheuniformline-item
associatedwith thecollect-andremitproposals,that forcescarriersinto acompetitively
inequitablesituationwould violateSection2$~4(cI~’srequirementthat theUSFprogrambe
“equitableandnondiscriminatory.”

DirectExpense • • ••. . • .. • • • • • ‘

TheCommissionmustpermit carriersto recoverall direct óxpenseassociatedwith the
universalserviceprogram.Thatexpenseincludesthecosts irectly incurredto administerthe
entire assessmentandcollectiôns’pro’cess. •

Unbillable Revenues ‘•

Unbillablerevenueissuesoccut.whewacarriOris unableto bill aparticularcustomeror
classofcustomersfor thecostsassociatedwith universalservice-contributionthat thecustomer
or classof customershascausedi~ie..carrierto incut Therearemanyexamplesof “unbillabie
revenue”situationsthat theCommissionhaspreviouslyidentifiedandattemptedto address This
mostobviousexampleofthi~pi~q~1em’sterps..,frOmthe“revenuelag” causedby thefactthat the
existingUSFmethodologyassessesearnersbasedon interstaterevenuesreceivedfrom six
monthsago As AT&T hasrepeatedlydemonstratedin thisproceeding,aearnerwhoseinterstate
revenuesaredecliningcannotbill thecustomerswho causedthecarrierto incuruniversalservice
expense,becausesix monthslaterthOserevenuesare.”gone”from thecarrier’srevenuestream
whenit mustcollectthat expensefrom,its revenuebase. Consequently,thecarriermustincrease
its, collectionrateto all endusersin orderto be in apositionto,fttlly recoverits universalservice
expense.DespiteaCknowledgingthat thisrevenuelagsituationis a“competitivedisadvantage”
to carrierswith declininginterstaterevenues(andreducingthelagfrom 12 monthsto six
months),’theCommissionhasnever’modifiedthemethodologyto eliminatethelagin its
entirety. AT&T requeststhat theCommissiondo so expeditiouslyon aninterimbasisto be
implementedon April 1, 2003.

In theMatterof Federal-StatSJointBoard‘on UniversalService,CCDocketNo. 96-45, Order,FCC01-85,
¶~13, 14 (Mar.14,2001).
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In additionto thelag, carriersexperienceothercircumstancesthatpreventthemfrom
billing universalserviceexpenseto specificcustomerswho causedtheearnerto incursuch
expense.For example,AT&T faces”unbiliablerevenue”in circumstanceswhereAT&T does
nothaveabilling relationshipwith its endusercustomer,~soccursin manyindependent
companyareasorwith casual.calling.It alsomanifestsitselfwhencustomersassertcontractual
provisionsprecludeAT&T from billin~theUSFline, itemto them.

The twomostsignificantunbillab’hirevenuestreamsstemfrom; (a) thesmaller
independent,moreruralincumbentLECs~’and(l~)theRBOCs‘thatbill “casual”callingon
customeraccountswhereAT&T is not thepresubscnbedmterexchangeearner In both
instances,AT&T receivesinterstaterevenuefrOmtheLEC uponwhichit is’ assessedUSF
contributionbyUSAC AT&T, however,~hasno meansto collectits USFassessmentfrom its
endusercustomerunlessthebilliri~LECagreesto put aline itemon thebill’ to recoverthat
charge. , ‘ . “ - ‘ ‘ ‘

In thepast,unbillablereventiCsconstftutedoneoftheprimaryreasons(alongwith the
“lag” anduncollectibleexpense)thatAT&T’s USFline-itemrecoveryratefor all its customers
exceededtheassessmentrateimposod,byUSAC. ThefactthatAT&T couldnot‘collect theUSF
expense,directlyfromparticularcustomers4jdnot chang~thenatureofthat expenseto AT&T.
AT&T wasstill requiredto submitmoniesinto theUSFto covertheassessment.In essence,
AT&T usedan averagingmethodologyto spreadthatexpeitseto its eritire“billable” ratebase.

Thatis’ not to saythatAT&T ha~‘not ‘attemptedto reducetheamountofrevenuethatfalls
intotheunbillablecategory. It has.,IndeØ,~T&T’maderepeatedeffortsto gettheBell
companiesandmanyindependentcompaniesto adda line item ontheenduserbill to permit
recoveryoftheUSFassessmenton acustomer-by-customerbasis. Thoseeffortsweresuccessful
with someindependentcompanieswho,‘in thepastfew years,haveagreedto bill aUSF line
item. With theBell companiesandseveralhundredsmallerindependentcompanies,theresponse
hasrangedfrom outrightrefusal’i&~Ovencqns~dertheline item‘addition to“price quotes”to the
assertedneedto “upgrade”billing systemsin orderto addtheline charge Forearnersthat
refusedto addthe line item,AT&T hadno alternativemethodto recover,thosecostsfrom those
customers.Forcarriersthatsoughtexorbitantcostrecoveryfor massiveupgradesofsystemsto
recovertheline item(andgiventhat thereare‘hundredsofindependôntcompanies),AT&T’s
only alternativewould havebeentop~ymillions of dollarsfor othercarriers’systemupgrades
(whichwouldhavetakenmonthsto acComp~shmanyevent)andthenincreaseits already
competitivelyhamperedcollectionrateto recoverthosedirect costs.

ThesuggestionhasbeenmadethatperhapstheCommissioncouldassertan upperbound
on therecoveryratechargedby carriers-toth~irendusercustomerswithout addressingthis
“unbillable revenue”thatresultsin &‘~.and,similarly-situatedcarriersincurringuniversal
expensebutnothavinganymechansm4lp.syrorin thefutureto collectthatexpense.Imposinga
rulethatlimits acarrier’srecoveryratebut dOesnotprovideameansto recoveragainst
unbillablerevenueswould preventAT&T andsimilarly-situatedcarriersfromrecovering
legitimateuniversalserviceexpense.A restrictionofthat typewouldbeunlawful andadirect
violationoftheAct. 0

Thesourceofthevariationsin universalservicesurchargesamongtelecommunications
carriersstemsfrom thefact that eachindividualtelecommunicationscarrierbearsall oftherisk
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• . ofnotrecoveringits universalservicôobligationsfrom its customers,which, astheCommission
hasrecognized,forcescarriersto.“óngageiii complexcalculationsto accountfor’ suchvariables
asuncollectedrevenues,creditsandtheneed,t~recover.universaiservicecontributionsfrom a
decliningrevenuebase.”NPRM~FCCO2-~,¶ 23 (Feb.26, 2002). ~‘ 23. Andbecauseeach
carrierfacesadifferentriskofnonrecovéry,their goodfaith effortsto fashionrecovery
mechanismsinevitablyres lt .in line,-ite’ii.dhargesofsubstantiallyvaryingamounts.

TheCommissioncannotlimit carriers’pricing flexibility to settheamountoftheirUSF
recoverychargeswithoutehnunatmgcarriers’ risk ofnonrecoveryAs longasan individual
earnerbearsits ownrisk ofnonrèeovery,thatearnermustbe allowedto adjustits line-item
chargesfor universalserviceto accountfor thatrisk Otherwise,aearnerwith a low individual
risk ofnonrecoverycouldfully recoverits universalserviceobligationsfromtheprescribedline-
item charge,whereasacarrierwith ahigh risk ofnonrecoverycouldcollectonlyaportionofits
umversalserviceobligationsfrom theprescribedline-itemsurchargeandwouldbeforcedto
collecttheremaining’balancethroughl.tsbasicrates.Thatresultplainlyis notcOmpetitively
neutral. ‘ ‘ ‘ ::‘ ‘ .‘ ‘

Moreover,by effectivelyforcing certaincarriersto recoveruniversalserviceobligations
throughrates,theConiniissionwould bp maintaininganimplicit universalservicesubsidyin
violationof § 254(e). 47 U.S.C. § 254(e). ~istheFifth Circuithasheldthreetimesnowthat“the
plamlanguageofSection254(e)doesnotpermittheCommissionto maintainany implicit
subsidies.” GOMSATCorp. v. FCc, 25’0’F~3d-’93l,

938
(
5

th Cir, 2001)(Cornmissionmay,not
evenpennitthemaintenanceofimplicit subsidies).2And to aliOwrecoveryofuniversal’service
contributionsthroughbasicservicerateswouldunquestionablyconstituteanimplicit subsidy

In thepast,theCommis:~Ibn’hasg~n~t~greatlengthsto ensurethat it couldassess,and
carrierscouldcollect,theiruniversalservicecCntributions. Forexample,wirelesscarriers
assertedthat theycouldnot identify interstate5revenuesforindividualcustomersor Ona
company-widebasis,withoutsigniflcant.difflcultygiventheirthen-existingbusinesspractices.
In’responseto thosearguments,theConunissioncreatedthe“wirelesssafeharbor”pursuantto
whichwirelesscarriersarepermittedto report15%oftheirrevenueswhichareassumedto be
interstatefor assessmentpurposes(andarerequiredto.corroboratethepercentageonly if they
reporta lowerpercentageofrevenues).’,Seeeg.,Federal-StateJointBoard On Universal
Service,CC ~ocketNo. 96-45,FCC:98-278(adoptedOctober22, 1998,released:October26,
1998). Thewireless’carriers,in turn, assesstheirenduserseitheraflat monthlychargeora
percentage.ofall revenues(inter- andintra-state),asdescribedbelow,againbecausethecarriers
wereunableto distinguishinte,rstat~isageatthecustomerlevel.3

Inessence,thewirelessindustryhadanissuesimilarto theunbillablerevenueissue

2 SeealsoAlencoComm.v.FCC,201 F.3d608, 623 (
5

th Cir. 2000);TexasOfficeofPublic Utility Counselv.
FCC, 183 F.3d393,425 (Sth Cir. 1.99).

~ Wirelesscarriersgenerallyassessa universalconnectivityfeeto eachcustomerwho signsup forwireless
serviceirrespectiveof~hetherthatcustomermakesanyinterstatecalls. Thosechargesareassessedin two
differentmanners:on apercentoftotalrevenueoron aflat feebasis. Underaflat feemechanism,thecarrier
assesseseachcustomeroreachtelephonenumber’a flatrateforuniver~alservicecontributionirrespectiveof the
customer’srevenuesor usages(Cingular,for example,assesseseachtelephonenumber$.55permonth). Other
carriers,like AT&T WirelessandNexteI,’Sssessuniversalservice‘as apercentageoftotalrevenues(usuallyin
therangeof 1%).
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expCrienèedbyAT&T andtheCommiss~9njolvedtheproblemforwirelesscarriers.If wireless
earnershadbeenforcedtobill eachindiyidualcustomerbasedon thepercentageofinterstate
revenuescausedby thatcustomer,accordingto thoseearners,manyofthemcouldnothave
compliedorcouldnothavecompliedwithoutsignificantexpense.TheFCC addressCdthat issue
by creatingthesafeharborandperniitted~those.carriersto average’theiruniversalserviceexpense
againsttheirentirecustomerbas~s~that’*elesscarriersdid nothaveto significantlychange
businesspracticesto enablethemto reportandcollectoninterstateusage

If theCómmission.wereto’ adopt‘a policyherethatconstrainedinterexchangecarriers
from collectinglegitimateuniversalexpenseincurredon revenuesup’onwhichthecarrierwas
unableto bill (byconstrainingtheüpper.boundofthecollectionpercentagechargedby carriers
orprohibitingtheutilizationofperacCOuntor’.per line collectionfeestructures)butcontinuedto
allow wirelesscarriersto utilize’ “safe‘harbots”ãndtoaverageuniversalservice,expenseacross
their entirecustomerbase,the resultwould bepatent~ydiscriminatoryandinequitable.

Further,suggestionshavebeenmade’thatAT&T shouldsimplyincreaseits rates.in’ areas
(or forservices),whichaccountfor unbillablerevenues.Thatsolutionraisestwo additipnal
distinctissuesthatmustbeaddressedFirst, thereis apotentialconflictwith theSection254(g)
requirementthat IXCs chargecustomersfOi~’sérvicein rural areasno morethantheycharge
customersfor servicein urbanareas(becausethe independentcompaniesinability to rendera
separateline item.for surcharge~.Second,becauseAT&T Couldnotbreakout theUSF
connectivityfee fromtheunderlyingrevenues,it wouldbeunableto distinguishtheUSF
assessable‘componentoftheseratesfromth&non-USFassessablecomponent,it wouldonce
againbeplacedin thepositionofbeingassessedfarUSFcontributionon USFrevenuesfor those
customers.TheCommissionrecentlycorrectedthisanticompetitiveramificationof theexisting
contributionmechanism.ReportandOrder,FCC 02-43,¶11 113-115(Feb.26, 2002). Adopting
aselectiverateincreasesolutionwould reintroducethatproblemforthesecustomers.

‘Unbiflabie revenuesarealsoanissu&incontractualarrangementswherethecustomers
assertthatcontractsprohibitAT&T from assessinguniversalservicecontributibns~Whilethis
problemhaslessenedastimepasses;”therearestill instanceswherecustomersare‘assertingthis
prohibition. As in thesituationsdescribedabove,carriersarestill assessedon thoserevenues
whetherthecustomerpaysthechargesornpt. TheCommissioncanrectify this situationby
making it clearin its Orderthatno contributoror customershallbepermittedto rely’ on any
provisionin acontractforinterstateteleöO. ,unicationsservicesto avoidthepaymentofthe
USF endusercharge.Thisapproachwouldtendto neutralizethedifferentialcollectionrates
amongcarriers. If theCommissionis, ho~yever,unableorunwilling to makesucha
pronouncement,carriersshould,nq1~berequiredto remitthoserevenueswhichtheyhaveno legal
basisto collectandthoserevenues~’sbould~bèjncludedin theunbillablerevenuecategory
describedin theprojectedrevenuemethodologyrecommendedbelow (seeProposed
Methodology).

WirelessSafeHarborandInternationalExemption
In principle,theCommissionmust,eliminatethewirelesssafeharborandinternational

exemptionthat distortthemarketandprovidestrongincentivesfor customersto abandonfull
servicewirelineprovidersin favorofwirelesscarriersandpureplayinternationalcarriers.To
‘illustrateonceagain,presumea wirelesscarriersellsthetwo differentcustomersbundledall
distanceoffers‘for a flat monthlyfeeof$100(CustomerA) and$50 (CustomerB), respectively.



Assumingeventhat theCommissionraisesthesafeharborfrom 15%to 30%;(whichAT&T still
contendsis unlawfulwider theAct), thatCarrier.wouldbe assessedon $45 revenue.Assuminga
10%assessmentrate,thecarners~ullpay~450 to USAC Thewirelessearnerwill paythat
assessmentevenif 100%ofthosecustomer~à11sareint~rstatein nature.

By contrast,if AT&T servedthe$100’and$50 interstatelongdistancecustomers,AT&T
wouldberequiredto contributeto theUSFbasedon thefull $150ofthosecustomers’‘interstate
usage.Assumingthesame10%USFassessmentrate,while thewirelesscarrierwouldcontribute
$4 50, AT&T wouldcontribute$15 to theUSF fortheidenticalinterstateusage That
discrepancyexistsassumingthattheinterimfix addressesboththe,lagandunbillablerevenues
issues. If theCommissiondoesnotaddressthoseissues,‘the 4iscrepancywouldbeevenwOrse.
Onecaneasilysee‘why the,currentmechanismdistortstheôompetitivemarketplaceandprovides
powerfulincentives.fOrcustomersto placelong.distanCecallsoverwirelessnetworks.

The,inteniationalexemptioii~esuits.ii~similarlydiscriminatoryUSFtreatmentasbetween
apureplayinternationalcarrierandaful1’~iceprovider. AssumeanAT&T customerhad
$1000ofinterstateandinternationalrevenuein agivenmonth,with $120ofthetotalbeing
interstatein nature,andtheremaining’$880beinginternational. BecauseAT&T is noteligible
for theinternationalexemption,it Wouldbeassessed$100forUSF(assuminga 10%USF
assessment,rate)andwould berequiredt~ec’~vei thiscostfrom thecustomer,thusbilling the
customeratotalof’$ 1100. Anothercustomer,with the identicalusage,but servedby acarrier’.
operatingundertheinternationalexethj,tion’eligibility, contributesonly $12 to theUSF (10%of
$120 interstaterevenue;theinternationalrevenueis exempt). Thus, thepure’playinternational
carrierwouldchargeits customeratotalof$1012,or$88 lessthanwhatAT&T wouldbill its
customerwith identicalusage. In fact, thecustomerofthe“pureplay”‘internationalcarriercan
haveagreaterpercentageofinterstaterevenues,andstill contributelessto theUSFthana
comparableAT&T customer.Indeed,becauseofthesix-monthlag,the“pureplay” international
carrierhasup to six monthsto marketthiscompetitiveadvantagebeforeit mightberequiredto
reclassifyitselfas acarrierno longersubjectto ‘the internationalexemption.

TheAT&T-proposedte1ephoiie,~mm1~,ers-basedassessmentmechanism,would have
eliminatedthecompetitiveinequitiesraisedby thewirelesssafeharborandtheinternational
exemption. Because’theCommissionis’ consideringaninterimapproachthatmaintainsaspects
oftherevenue-basedmechanism,it shouldeliminatethewirelesssafeharborandthe
international’exemptionin thei~qi~ti.etynow.

ProposedMethodologv ‘

GiventhatmOdifying thecurrentrevenue-basedmethodologyis designedto betemporary
in nature,theCommissionshouldadoptaprojectedrevenue-basedapproachwhichwouldhave
thetwin benefitsof(1) eliminatingtheseverelyanticompetitiveeffectofthelagwhich
discriminatesagainstcarrierswith decliningrevenuesandfavorsthosewith increasingrevenues,
and(2) usingthecurrentUSFadministrativestructuretherebyminimizingtheburdenson.
contributorsandUSAC, specificallyby not requiringsignificantsystemschangesto implement.

TheCommissioncould operationalizeaprojectedrevenueapproachusingthecurrent
carriersubmissionandUSACbilling timelines. Thefollowing illustratesthis approacheffective
April 1, 2003 for secondquarter2003 Q,SFfunding. Carrierscouldfile onFebruary1,2003.
projectionsofcollectedrevenuesforthesecOndquarter2003with USAC’usingaProspective
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Form’499-Q. AT&T suggeststhat theproje&edrevenuesubmissi~nsprovidedby carriers’
estimatethoserevenuesthata carrier expect.s~.to collectfrom its endusercustomersin the
quarter,ratherthanbilled revenues.This structurewould’refiect thefactthat(1) notall,
‘customerspaytheirtelecomnmnicationsbill~and(2) somecustomerscanliotbebilledUSF
becauseofLEC refusal/inabilitytO prp.vide’aUSFline itemonthebill (primarily.áproblemwith
smallerindependentLECsandRBOCbilling for casualcalling). ThoseprojectiOns,would then
be.thebasis:onwhichUSAC calculatesits assessmentfactor.

By February15, 2003,USAC would calculatetherevenueassessmentráte’forsecond
quarter2003bydividing theprojected’flSF findingrequirements‘for thesecondquarterbythe
sumof’the.projeCtedrevenuesObtainpdfrom’theprospective,499-Qsasadjustedfor DCC
.unbillablerevenues.USAC would bi1l~respectiv,ecarriersbasedontheir submissionsaccording
to thecurrentbilling schedule,i e, on Apnl 15, May 15, andJune15 Carrierswould thenremit
theircontributionson May 15, June15, andJuly 15, consistentwith thecurrentpayment
schedule Carrierswould true-uptheirsecondquarteractualrevenueson theirForm499-Qfor
thesecondquarterthatwouldbefiled on August 1, 2003 AttachmentA furtherillustratesthe
relevantfiling points for thethird andfourthquarter2003 earnersubmissionsBy relyingon the
currentschedule,thisprojectedrevenueapproachcanbe implementedseamlessly andwithout
delay. ‘

In accordancewith FCCrules,:acopyofthis letteris’beingfiled in eachofthe’above-
captioned,dockets. ‘ . .,. ‘ ‘ .

Respectfullyyours;

Enclosure
AttachmentA



OPERATIONALIZJ]NG’USF BASED ON PROJECTED REVENUES
Effective April 1, 2003’for 2nd.Quarter 2003

• Carriers ifie projections ofrevehuèsfor the2nd Quarter of2003’with ‘EJSAC (Prospective499.~Q)—February1,2003
- Carrierswill file projectionsof anticipated“Collected”revenues,usingsameformat’ofForm499-Q.
- IXC’s will identify “Unbillable” revenues(LEC billedrevenuesbutnousfline-item,existinglong-termcontractswithno usfline-item),i.e.,revenues:
forwhichtherewill notbeacorresponding.usfline-itemin the2~Quarter. ‘

• USAC calculatestherevenueassessment..rateforthe 2ndQuarter of2003by’dividing’thé projectedUSFfunding
requirements for the

2~~
dQuarter by thesumof theprojected revenuesobtainedfrom theProspective499-Qs —

February 15,2003 ‘ ‘ ‘ ‘

--USAC adjustsassessmentratefor IXC “tJnbillable”revenues. ‘ ‘ ‘ ‘ ‘ ‘

• USAC bills respectiveCarriers basedon theirsubmissionsaccordingto thecurrent billing schedule— April 15,May 15,
andJunel5 ‘ “ ‘ ‘. ‘ ‘ , .

• All Carriers remit contnbutionsaccordingto current paymentschedule— May 15,June15,andJuly 15

Carriers- File Prospective499-Q for
3

rd Quarter with IJSAC May 1, 2003 .

• Carriers FileForm499-Q for 2” Quarter andProspective499-.Qfor
4

th Quarter with 1JSAC— August 1, 2003
- Form499-Qismodified toreflect“Collected”revenuesfromthepreviousquarter~’ ‘

— ____1__—~w~-r-~i~i’~’i’ ~ ‘~‘

_______________________________ ________ ~ -—-----------



OPERATIONALIZJNG USFBASED ON PROJECTED REVENUES
Effective April 1, 2003’for 2nd Quarter 2003

(cont’d)

• True-up Mechanism’ - Applied in 4th Quarter 2003 ‘ ‘

- USAC comparesCarrierprojectedrevenues’for2ndQuarterProspective499-Q2003withactualrevenuefromAugustl’~Form499-Q.
- USAC calculatestheCarrier(plus/minus)adjustmentto the2nd Quarterassessmentbasedonthe‘differencebetween,theprojectedrevenuebaseand
actualrevenuebase. ‘

- USACapplieseachCarrieradjustmentasanincrementtothe4thQuarter2003USF,fundingrequirement2

- USAC settleswitheachCarrierbasedonthedifferencebetweenits projectedrevenuesforthe2nd Quarterandtheir actualrevenuesfromtheir
AugustI’~Form499-Q. ‘ . -

l~me~upsareapplicableto anyquarterfor whichusfassessmentsarebasedoncarrierprojecteddata.Adjustthentsare.madetotheusfassessmentsfor the

s~condquarterfollowing thequarterthat isbasedoirprojecteddata,i.e., the2ndQuarter2003assessmentsare“trued-up”in the4thQuarter2003.2JfaCarrier’sactualrevenuesfor the2nd Quarter2003exceededtheprojections,thenthe 4th’ Quarter2003USFfOnding requirementcanbeloweredasthe -

- dkferencewill bemadeupbyUSACsettlementswith thatCarrier. If aCarrier’sprojectionsfor the2ndQuarter2003.exceededactualrevenuesfor thatCarrier,
tl~enthe4thQuarter2003USFfundingrequirementmustberaisedtoreimburse,thatCarrierwho overpaidin the2ndQuarter.
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